Report of the auditor-general to the Limpopo Provincial Legislature 
and the council on Modimolle-Mookgophong Local Municipality 


Report on the audit of the financial statements 


Disclaimer of opinion 

1. I was engaged to audit the financial statements of the Modimolle-Mookgophong Local 
Municipality set out on pages X to XX, which comprise the statement of financial position 
as at 30 June 2018, the statement of financial performance, statement of changes in net 
assets, cash flow statement and the statement of comparison of budget and actual 
amounts for the year then ended, as well as the notes to the financial statements, 
including a summary of significant accounting policies 

2. I do not express an opinion on the financial statements of the municipality. Because of the 
significance of the matters described in the basis for disclaimer of opinion section of this 
auditor’s report, I was unable to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion on these financial statements. 

Basis for disclaimer of opinion 

Mergers 

3. During 2017, a merger between Modimolle Local Municipality and Mookgophong Local 
Municipality took place on 11 August 2016, establishing a new combined municipality 
formerly known as LIM368 Local Municipality. I was unable to obtain sufficient 
appropriate audit evidence for the take on balances following the merger, due to the 
status of the accounting records and non-submission of information in support of the take 
on balances. I was unable to confirm the take on balances by alternative means. 
Consequently, I was unable to determine whether any adjustments were necessary to the 
total assets and total liabilities stated at R1 680 438 477 and R580 660 003, respectively. 
My audit opinion on the financial statements for the period 30 June 2017 was modified 
accordingly. My opinion on the current year financial statements was also modified 
because of the possible effect of these matters on the comparability of the total assets 
and total liabilities stated at R1 583 646 365 and R758 343 105, respectively, for the 
current period. 

Property, plant and equipment 

4. I was unable to obtain sufficient appropriate audit evidence that land which belongs to the 
municipality have been properly accounted for due to the status of the accounting records 
and non-submission of information. I was unable to confirm land belonging to the 
municipality by alternative means. Consequently, I was unable to determine whether any 
adjustment was necessary to land stated at R467 266 718 (2017: R501 014 083) in note 
13 to the financial statements. 


5. Furthermore, amongst other uncertainties of the opening balance, the municipality did not 
depreciate property, plant and equipment using the correct reassessed useful life, as 
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required by GRAP 17, Property, plant and equipment. Consequently, the accumulated 
opening depreciation was potentially overstated and accumulated surplus understated by 
R120 821 181. 

6. I was unable to obtain sufficient appropriate audit evidence that work-in-progress had 
been properly accounted for, due to the status of the accounting records and non¬ 
submission of information in support of the carrying value of work-in-progress. I was 
unable to confirm the work-in-progress by alternative means. Consequently, I was unable 
to determine whether any further adjustments were necessary to the carrying value of 
work-in-progress stated at R85 510 208 (2017: R93 204 627) as disclosed in note 13 to 
the financial statements. 

7. I was unable to obtain sufficient appropriate audit evidence that additions to property, 
plant and equipment (excluding work-in-progress) had been properly accounted for, due 
to the non-submission of information in support of the additions. I was unable to confirm 
the additions to property, plant and equipment by alternative means. Consequently, I was 
unable to determine whether any further adjustments were necessary to additions to 
property, plant and equipment stated at R39 188 311 (2017: R76 665 507) as disclosed in 
note 13 to the financial statements. 

8. The municipality’s underlying accounting records did not facilitate easy identification and 
location of assets. As a result, assets amounting to R5 550 989 could not be physically 
verified. In addition, duplicate assets of R5 130 112 were included in the underlying 
accounting records. Consequently, property, plant and equipment and accumulated 
surplus was overstated by R10 681 102. 

9. I was unable to obtain sufficient appropriate audit evidence that the Municipal Standard 
Chart of Accounts (mSCOA) reclassification per the following asset categories, were 
properly reclassified, due to the status of the accounting records and non-submission of 
information in support of the reclassification: 


Asset category 

Amount 

R 

Land 

(33 747 365) 

Infrastructure 

969 453 

Community 

2 670 666 

Other property, plant and equipment 

(4 330 348) 

Libraries 

238 557 

Solid waste disposal 

34 192 502 

Net difference per note 13 to financial statements 

(6 571) 


I was unable to confirm the reclassification by alternative means. Consequently, I was 
unable to determine whether any further adjustments were necessary to the mSCOA 
reclassification stated as above, and disclosed in note 13 to the financial statements. 
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Payables from exchange transactions 

10.1 was unable to obtain sufficient appropriate audit evidence for payables from exchange 
transactions (excluding payments received in advanced and accrued 13 th cheque) due 
to the poor status of the accounting records and non-submission of information. I could 
not confirm the payables by alternative means. Consequently, I was unable to determine 
whether any adjustments were necessary to payables from exchange transactions 
stated as R431 184 388 (2017: R284 404 984) in note 18 to the financial statements. 

Expenditure 

11. I was unable to obtain sufficient appropriate audit evidence for expenditure due to the 
status of the accounting records and non-submission of information in support of the 
expenditure transactions. Furthermore, some of expenses were recorded on a cash 
basis and not on an accrual basis. I was unable to confirm the expenditure by 
alternative means. Consequently, I was unable to determine whether any adjustments to 
bulk purchases, contracted services and general expenses stated at R212 292 248 
(2017: R213 488 565), R85 183 808 (2017: R53 307 194) and R17 963 533 (2017: 

R49 266 290) respectively, to the financial statements were necessary. 

12. I was unable to obtain sufficient appropriate audit evidence for debt impairment as the 
municipality did not maintain accurate records of debtors ageing information used to 
determine the impairment. I could not confirm the impairment by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to the 
debt impairment stated at R144 399 778 in the financial statements. 

13. The municipality did not depreciate property, plant and equipment using the correct 
reassessed useful life, as required by GRAP 17, Property, plant and equipment. 
Depreciation was understated and property, plant and equipment was overstated by 
R136 916 648. Additionally, there was an impact on the deficit for the period. 

Revenue from non-exchange transactions 

14.1 was unable to obtain sufficient appropriate audit evidence for government grants and 
subsidies of R109 074 601 due to the status of accounting records and non-submission 
of information for this transaction. I was unable to confirm this by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to 
government grants and subsidies stated at R154 689 815 in note 28 to the financial 
statements. 

Contingencies 

15.1 was unable to obtain sufficient appropriate audit evidence for contingent liabilities of 
R91 072 648, due to the status of the accounting records and non-submission of 
information in support of the contingencies. I could not confirm contingencies by 
alternative means. Consequently, I was unable to determine whether any adjustment to 
contingencies stated at R104 070 379 (2017: R112 122 246) in note 41 to the financial 
statements was necessary. 


3 



Bank overdraft 


16. I was unable to obtain sufficient appropriate audit evidence for the bank overdraft, due 
to the poor status of the bank overdraft accounting records and non-submission of 
information in support of the bank overdraft. I was unable to confirm bank overdraft by 
alternative means. Consequently, I was unable to determine whether any further 
adjustments to bank overdraft stated at R87 141 051 (2017: R155 365 871) in the 
financial statements were necessary. 

Commitments 

17. I was unable to obtain sufficient appropriate audit evidence for commitments, as the 
municipality did not maintain accurate and complete records of the contractual 
information used to determine commitments. I could not confirm the amounts by 
alternative means. Consequently, I was unable to determine whether any adjustment 
was necessary to commitments stated at R85 329 486 (2017: R6 074 082) in note 40 of 
the financial statements. 

Unspent conditional grant and receipts 

18. I was unable to obtain sufficient appropriate audit evidence for unspent conditional 
grants and receipts due the non-submission of information in support of the unspent 
portion. I was unable to confirm unspent conditional grants and receipts by alternative 
means. Consequently, I was unable to determine whether any adjustment to unspent 
conditional grants and receipts stated at R83 779 599 (2017: R18 790 274) in note 22 to 
the financial statements was necessary. 

Receivables from exchange transactions 

19. During 2017, I was unable to obtain sufficient appropriate audit evidence for the 
allowance for impairment and to confirm the allowance by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to the 
allowance for impairment stated at R83 726 819. My audit opinion on the financial 
statements for period ended 30 June 2017 was modified accordingly. My opinion on the 
current year financial statements was also modified because of the possible effect of 
this matter on the comparability of the allowance for the impairment for the current 
period stated as R226 919 168 in note 8 of the financial statements. 

Prior year adjustments 

20. I was unable to obtain sufficient appropriate audit evidence for prior year adjustments 
relating to the statement of financial position and statement of financial performance due 
to the non-submission of information supporting the prior year adjustments. I was unable 
to confirm the prior year adjustments by alternative means. Consequently, I was unable 
to determine whether any adjustments were necessary to the prior year adjustments 
stated at R0 and R70 103 968 relating to the statement of financial position and 
statement of financial performance, respectively, in note 42 to the financial statements. 

21. The municipality did not disclose the nature of the prior year adjustments relating to the 
statement of financial position, in accordance with GRAP 3, Accounting policies, change 
in accounting estimates and errors. 
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22. The statement of financial performance’s prior year adjustments of R70 103 968 did not 
agree to the amount of R17 885 661 in the statement of changes in net assets, an 
unexplained difference of R52 218 307 was identified. 

Unauthorised expenditure 

23. I was unable to obtain sufficient appropriate audit evidence for the current year’s 
unauthorised expenditure of R59 200 393 (2017: R19 521 858) due to the status of the 
accounting records and non-submission of information in support of the unauthorised 
expenditure. I could not confirm this by alternative means. Consequently, I was unable 
to determine whether any adjustments were necessary to unauthorised expenditure 
stated at R203 029 576 (2017: R143 829 183) in note 49 to the financial statements 

Value Added Tax (VAT) receivable 

24. I was unable to obtain sufficient appropriate audit evidence that VAT have been properly 
accounted for due to the status of the accounting records and non-submission of 
information. I was unable to confirm VAT by alternative means. Consequently, I was 
unable to determine whether any adjustment to VAT receivable of R34 214 251 (2017: 
R22 811 266) in note 7 to the financial statements was necessary 

Revenue from exchange transactions 

25. The municipality did not have adequate systems of internal control for the recording of 
all revenue transactions and could not reconcile the transactions to the financial 
statements. Consequently, service charges and receivables from exchange transactions 
was understated by R25 540 253. Additionally, there was an impact on the deficit for the 
period. 

Cash flow statement 

26. The cash flow statement was materially misstated due to material uncorrected 
misstatements in the following items disclosed in the cash flow statement: 

• Payments from operating activities were understated by R19 287 896. 

• Purchase of property, plant and equipment was understated by R10 658 732 

Other financial liabilities 

27. I was unable to obtain sufficient appropriate audit evidence for other financial liabilities 
due to the non-submission of information in support of other financial liabilities. I was 
unable to confirm other financial liabilities by alternative means. Consequently, I was 
unable to determine whether any adjustment was necessary to other financial liabilities 
stated at R19 271 761 in note 16 to the financial statements. 
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Other receivables from exchange transactions 

28.1 was unable to obtain sufficient appropriate audit evidence for other receivables from 
exchange transactions due to the non-submission of information. I was unable to 
confirm other receivables from exchange transactions by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to 
other receivables from exchange transactions stated at R7 987 130 (2017: R7 123 623) 
in note 5 to the financial statements. 

Irregular expenditure 

29. The municipality did not include current year irregular expenditure in the notes to the 
financial statements, as required by section 125(2)(d) of the Municipal Finance 
Management Act of South Africa, 2003 (Act No. 53 of 2003) (MFMA). This was due to 
payments made in contravention of the supply chain management requirements, which 
resulted in irregular expenditure of R6 339 525. In addition, I was unable to obtain 
sufficient appropriate audit evidence for irregular expenditure of R76 343 632 (2017: R2 
293 576) included in note 51 to the financial statements due to non-submission of 
information in support of the irregular expenditure. I could not confirm the irregular 
expenditure by alternative means. Consequently, I was unable to determine whether 
any further adjustments were necessary to irregular expenditure stated at R190 169 306 
(2017: R113 825 674) in note 51 to the financial statements. 

Consumer deposits 

30. I was unable to obtain sufficient appropriate audit evidence for consumer deposits due 
to status of the underlying records and non-submission of information in support of the 
deposits. I could not confirm the consumer deposits by alternative means. In addition, 
the underlying records for consumer deposits did not agree to the financial statements, 
a difference of R3 873 474. I was unable to confirm these adjustments by alternative 
means. Consequently, I was unable to determine whether any adjustment to consumer 
deposits stated as R7 331 770 (2017: R7 331 770) in the financial statements was 
necessary. 

Distribution loss 

31. The municipality did not include particulars of the electricity and water distribution losses 
in the notes to the financial statements, as required by section 125(2)(d)(i) of the MFMA. 

Statement of comparison of budget and actual amounts 

32. The municipality did not disclose an explanation for variances between the final budget 
and actual amounts as required by GRAP 24, Presentation of budget information in 
financial statements. 

Material uncertainty relating to going concern/financial sustainability 

33.1 draw attention to the matter below. My opinion is not modified in respect of this matter. 

34.1 draw attention to note 47 to the financial statements, which indicates that the 
municipality incurred a net loss of R274 475 212 during the year ended 30 June 2018 
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and, as of that date the municipality’s current liabilities exceeded its current assets by 
R435 746 748. As stated in note 47, these events or conditions, along with other matters 
as set forth in note 47, indicate that a material uncertainty exists that may cast 
significant doubt on the municipality’s ability to continue as a going concern. 

Other matters 

35.1 draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Withdrawal from the audit engagement 

36. Due to the limitation imposed on the scope of the audit by management, I have 
disclaimed my opinion on the financial statements. However, for the legislated 
requirement to perform the audit of the municipality, I would have withdrawn from the 
engagement in terms of the International Standards on Auditing (ISAs). 

Provincial intervention 

37. The provincial executive in May 2018 approved that the municipality be placed under 
section 139(1 )(b) of the Constitution of the Republic of South Africa, 1996 (Act No. 108 
of 1996). 

Unaudited disclosure notes 

38. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose 
particulars of non-compliance with the MFMA in the financial statements. This disclosure 
requirement did not form part of the audit of the financial statements and, accordingly, I 
do not express an opinion on it. 

Responsibilities of the accounting officer for the financial statements 

39. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
MFMA and the Division of Revenue Act of South Africa, 2017 (Act No. 3 of 2017) 

(DoRA) and for such internal control as the accounting officer determines is necessary 
to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

40. In preparing the financial statements, the accounting officer is responsible for assessing 
the Modimolle-Mookgophong Local Municipality’s ability to continue as a going concern, 
disclosing, as applicable, matters relating to going concern and using the going concern 
basis of accounting unless the accounting officer either intends to liquidate the 
municipality or to cease operations, or has no realistic alternative but to do so. 

Auditor-general’s responsibilities for the audit of the financial statements 

41. My responsibility is to conduct an audit of the financial statements in accordance with 
ISAs and to issue an auditor’s report. However, because of the matters described in the 
basis for disclaimer of opinion section of this auditor’s report, I was unable to obtain 
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sufficient appropriate audit evidence to provide a basis for an audit opinion on these 
financial statements. 

42.1 am independent of the municipality in accordance with the International Ethics 

Standards Board for Accountants’ Code of ethics for professional accountants (IESBA 
code) and the ethical requirements that are relevant to my audit of the financial 
statements in South Africa. I have fulfilled my other ethical responsibilities in accordance 
with these requirements and the IESBA code. 


Report on the audit of the annual performance report 


introduction and scope 

43. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof i have a responsibility to report material 
findings on the reported performance information against predetermined objectives for a 
selected key performance area presented in the annual performance report. I was 
engaged to perform procedures to raise findings but not to gather evidence to express 
assurance. 

44.1 was engaged to evaluate the usefulness and reliability of the reported performance 
information in accordance with the criteria developed from the performance 
management and reporting framework, as defined in the general notice, for the following 
selected key performance area presented in the annual performance report of the 
municipality for the year ended year ended 30 June 2018: 


Key performance area (KPA) 

Pages in the annual 
performance report 

KPA 2: Basic service delivery 

11 - 14 


45.1 performed procedures to determine whether the reported performance information was 
properly presented and whether performance was consistent with the approved 
performance planning documents. I performed further procedures to determine whether 
the indicators and related targets were measurable and relevant, and assessed the 
reliability of the reported performance information to determine whether it was valid, 
accurate and complete. 

46. The material findings in respect of the usefulness and reliability of the selected key 
performance area are as follows: 

KPA 2: Basic service delivery 

47. For the following indicators, the reported indicators were not consistent when compared 
with the planned indicators in the service delivery and budget implementation plan. In 
addition, changes to the indicators were not approved. 


Planned indicators 

Reported indicators 

Water service development plan: Council 

Sanitation 18: Number of projects designed, 
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Planned indicators 

Reported indicators 

Resolution 

approved and implemented 

Water resources plan: Council Resolution 

Sanitation 19: Number of projects designed, 
approved and implemented 

Infrastructure investment plan: Council 
Resolution 

Sanitation 20: Number of projects designed, 
approved and implemented 

Water master plan: Water Master plan 
reviewed and approved 

Sanitation 21: Number of projects designed, 
approved and implemented 

LIM368/BSW2: Completion certificate; 
council resolution 

Sanitation 22: Number of projects designed, 
approved and implemented 

MIG/LP/1891/W/15/17: Completion 

certificate; council resolution 

Sanitation 23: Number of projects designed, 
approved and implemented 

MIG/LP/0740/S/14/17: Completion 

certificate; council resolution 

Water 24: Number of projects designed, approved 
and implemented 

LIM368/BSW6: Completion certificate; 
council resolution 

Water 25: Number of projects designed, approved 
and implemented 

LIM368/BSW7: Completion certificate 

Water 26: Number of projects designed, approved 
and implemented 

LIM368/BSW7: Completion certificate 

Water 27: Number of projects designed, approved 
and implemented 

LIM368/B: Completion certificate 

Water 28: Number of projects designed, approved 
and implemented 

LIM368/BSW8: Completion certificate; 
council resolution 

Water 29: Number of projects designed, approved 
and implemented 

LIM368/: Completion certificate; council 
resolution 

Water 30: Number of projects designed, approved 
and implemented 

LIM368/BSW9: Completion certificate; 
council resolution 

Water 31: Number of projects designed, approved 
and implemented 

LIM368/BSW14: Completion certificate; 
council resolution 

Water 32: Number of projects designed, approved 
and implemented 

LIM368/BSW19: Completion certificate; 
council resolution 

Water 33: Number of projects designed, approved 
and implemented 

LIM368/BSW19: Completion certificate; 
council resolution 

Water 34: Number of projects designed, approved 
and implemented 

LIM368/BSW19: Completion certificate; 
council resolution 

Water 35: Number of projects designed, approved 
and implemented 

LIM368/BSW19: Completion certificate; 

Water 36: Number of projects designed, approved 
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Planned indicators 

Reported indicators 

council resolution 

and implemented 

Rehabilitation of the Mabatlane pump 
station & resealing of water towers: 
Completion certificate; council resolution 

Water 37: Number of projects designed, approved 
and implemented 

Installation of standby generators: 
Completion certificate; council resolution 

Water 38: Number of projects designed, approved 
and implemented 

LIM368/BSW19: Completion certificate; 
council resolution 

Water 39: Number of projects designed, approved 
and implemented 


48. For the following targets, the reported targets were not consistent when compared with 
the planned targets in the service delivery and budget implementation plan. In addition, 
changes to the targets were not approved. 


Planned targets 

Reported targets 

Water service development plan: 1 Water 
Services Development Plan reviewed and 
approved 

Sanitation 18: 1 project designed, approved and 
implemented 

Water resource plan: 1 Water Services 
Development Plan reviewed and approved 

Sanitation 19: 1 project designed, approved and 
implemented 

Infrastructure investment plan: 1 Infrastructure 
Investment Plan 

Sanitation 20: 1 project designed, approved and 
implemented 

Water master plan: 1 Water Master Plan 
reviewed and approved 

Sanitation 21: 1 project designed, approved and 
implemented 

LIM368/BSW2: 1 Donkerpoort Treatment Plant 
refurbished 

Sanitation 22: 1 project designed, approved and 
implemented 

MIG/LP/1891/W/15/17: 1 Bulk Water Supply & 
Storage Reservoir Upgraded 

Sanitation 23: 1 project designed, approved and 
implemented 

LIM368/BSW6: Number of Yard Connections 

Water 24: 1 project designed, approved and 
implemented 

LIM368/BSW6: 1 Project designed, approved 
and implemented 

Water 25: 1 project designed, approved and 
implemented 

LIM368/BSW7: 6 Boreholes commissioned 

Water 26: 1 project designed, approved and 
implemented 

LIM368/BSW7: Boreholes drilled, equipped & 
electrified in mabaleng 

Water 27: 1 project designed, approved and 
implemented 

LIM368/B: Sewer Pump Station, Mandela Ext 
6, rehabilitated & refurbished 

Water 28: 1 project designed, approved and 
implemented 
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Planned targets 

Reported targets 

LIM368/BSW8: The Laboratory at the 
Mookgophong Waterworks upgraded 

Water 29: 1 project designed, approved and 
implemented 

LIM368/: The Main Outfall in Modimolle Town 
upgraded 

Water 30: 1 project designed, approved and 
implemented 

LIM368/BSW9: 1 Pressure Tower designed, 
Constructed and operational 

Water 31: 1 project designed, approved and 
implemented 

LIM368/BSW14: One upgrade Project 

designed, approved, and implemented 

Water 32: 1 project designed, approved and 
implemented 

LIM368/BSW19: Meters of Asbestos Pipes 
replaced 

Water 33: 1 project designed, approved and 
implemented 

LIM368/BSW19: Meters of Asbestos Pipes 
replaced 

Water 34: 1 project designed, approved and 
implemented 

LIM368/BSW19: One 2 ML Waste Water 
Treatment Works Upgraded 

Water 35: 1 project designed, approved and 
implemented 

LIM368/BSW19: One Waste Water Treatment 

Plant refurbished 

Water 36: 1 project designed, approved and 
implemented 

Mabatlane Pump Station rehabilitated & water 
Tower resealed 

Water 37: 1 project designed, approved and 
implemented 

Standby Generators installed 

Water 38: 1 project designed, approved and 
implemented 

LIM368/BSW19: One waste Water Treatment 
Works optimized 

Water 39: 1 project designed, approved and 
implemented 


49. For the following reported indicators, I was unable to obtain sufficient appropriate audit 
evidence to support the reported achievements of the targets. This was due to a lack of 
technical indicator descriptions, standard operating procedures and documented system 
descriptions that predetermined how the achievements would be measured, monitored 
and reported. I was unable to confirm the reported achievements of the indicators by 
alternative means. Consequently, I was unable to determine whether any adjustments 
were required to the achievements of targets as reported in the annual performance 
report. 


Number 

Reported indicators 

Reported targets 

Reported actual 

achievement 

Sanitation 18 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Sanitation 19 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 
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Number 

Reported indicators 

Reported targets 

Reported actual 

achievement 

Sanitation 20 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Sanitation 21 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Sanitation 22 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Sanitation 23 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

0.45 

Water 24: 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 25 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 26 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 27 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 28 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 29 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 30 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 31 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 32 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 33 

Number of projects designed, 

1 project designed, 
approved and 

Target not achieved 
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Number 

Reported indicators 

Reported targets 

Reported actual 

achievement 


approved and implemented 

implemented 


Water 34 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 35 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 36 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

n/a 

Water 37 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 38 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 

Water 39 

Number of projects designed, 
approved and implemented 

1 project designed, 
approved and 

implemented 

Target not achieved 


50. A comparison between the performance of the year under review and previous year was 
not included in the annual performance report. 

Other matters 

51. I draw attention to the matter below 

Achievement of planned targets 

52. Refer to the annual performance report on pages 22 to 54 for information on the 
achievement of planned targets for the year and explanations provided for the 
under/overachievement of a significant number of targets. This information should be 
considered in the context of the material findings on the usefulness and reliability of 
the reported performance information in above paragraphs of this report. 


Report on audit of compliance with legislation 


Introduction and scope 

53. In accordance with the PAA and the general notice issued in terms thereof I have a 
responsibility to report material findings on the compliance of the municipality with 
specific matters in key legislation. I performed procedures to identify findings but not to 
gather evidence to express assurance. 
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54. The material findings on compliance with specific matters in key legislations are as 
follows: 

Annual Financial Statements 

55. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122(1) of the MFMA. 

Material misstatements identified by the auditors in the submitted financial statements 
were not adequately corrected and supporting records could not be provided 
subsequently, which resulted in the financial statements receiving a disclaimer audit 
opinion. 

56. The annual financial statements were not submitted to the Auditor-General, for 
auditing, within two months after the end of the financial year, as required by section 
126(1)(a) of the MFMA. 

Expenditure management 

57. Payments and withdrawals were made from the municipality's bank account without 
the approval of a properly authorised official, as required by section 11 (1) of the 
MFMA. 

58. Reasonable steps were not taken to ensure that the municipality implements and 
maintains an effective system of expenditure control, including procedures for the 
approval, authorisation, withdrawal and payment of funds, as required by section 
65(2)(a) of the MFMA. 

59. An adequate management, accounting and information system was not in place which 
recognised expenditure when it was incurred, accounted for creditors and accounted 
for payments made, as required by section 65(2)(b) of the MFMA. 

60. Reasonable steps were not taken to prevent fruitless and wasteful expenditure 
amounting to R19 912 005, as disclosed in note 50 to the annual financial statements, 
in contravention of section 62(1 )(d) of the MFMA. The majority of the disclosed 
fruitless and wasteful expenditure was caused by interest charged by suppliers. 

Consequence management 

61. Unauthorised expenditure incurred by the municipality was not investigated to 
determine if any person is liable for the expenditure, as required by section 32(2)(a) of 
the MFMA. 

62. Irregular and fruitless and wasteful expenditure incurred by the municipality were not 
investigated to determine if any person is liable for the expenditure, as required by 
section 32(2)(b) of the MFMA 

Asset management 

63. An effective system of internal control for assets was not in place, as required by 
section 63(2)(c) of the MFMA. 
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Procurement and contract management 

64. Sufficient appropriate audit evidence could not be obtained that all contracts and 
quotations were awarded in accordance with the legislative requirements as the bid 
documents were not submitted for audit. Similar limitation was also reported in the 
prior year. 

65. Sufficient appropriate audit evidence could not be obtained that bid specifications were 
drafted unbiasedly and allowed all potential suppliers to offer their goods or services, 
as required by SCM regulation 27(2)(a). 

Revenue management 

66. An adequate management, accounting and information system which accounts for 
debtors and receipts of revenue was not in place, as required by section 64(2)(e) of 
the MFMA. 

67. An effective system of internal control for debtors was not in place, as required by 
section 64(2)(f) of the MFMA. 

Liability management 

68. An adequate management, accounting and information system which accounts for 
liabilities was not in place, as required by section 63(2)(a) of the MFMA. 

69. An effective system of internal control for liabilities (including a liability register) was 
not in place, as required by section 63(2)(c) of the MFMA. 


Internal control deficiencies 


70. I considered internal control relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my 
objective was not to express any form of assurance thereon. The matters reported 
below are limited to the significant internal control deficiencies that resulted in the 
basis for a disclaimer of opinion, the findings on the performance report and the 
findings on compliance with legislation included in this report. 

Leadership 

71. The slow response by leadership to prepare and submit credible financial statements 
and a performance report as well as to resolve audit findings from the two separate 
municipalities before merger led to a disclaimer of opinion. 

72. Instability and vacancies in key positions, coupled with a lack of political will to fill them 
had a detrimental impact on the timely preparation and submission of credible financial 
statements and performance information. 

73. Consequence management was not effective, as the council did not investigate 
instances of unauthorised, irregular and fruitless and wasteful expenditure to 
determine whether any person was liable for the expenditure. 

74. The municipality did not have sufficient monitoring controls to ensure the proper 
implementation of the overall processes of reporting on predetermined objectives and 
compliance with legislation. 
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75. Leadership did not establish a proper information technology governance framework 
that supports and enables the entity to improve performance. 

Financial and performance management 

76. Proper record keeping was not implemented to ensure that complete, relevant and 
accurate information was accessible and available to support financial and 
performance reporting. 

77. Controls over daily and monthly processing and reconciling of transactions were not 
implemented 

78. The municipality’s compliance monitoring process has not been effective in the 
implementation and monitoring of controls to ensure compliance with legislation, 
contributing to non-compliance findings. 

79. The information technology systems were not reliable to ensure availability, accuracy 
and protection of information. 

Governance 

80. Those charged with governance did not provide adequate oversight over the 
effectiveness of the internal control environment, including financial and performance 
reporting and compliance with laws and regulations. 


Polokwane 
7 May 2019 



AUDITOR -GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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